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fact that if the quantity of money is doubled its power to effect exchanges even under the most perfect Banking system is also doubled, and the Quantity Theory is not affected.
It seems to me that the Quantity Theory of Money is unassailable so long as it is qualified by the condition that "other things are equal."
I admit that other things never are equal, and that they are so subtle in their mode of operation that hitherto it has been impossible to say beforehand what the precise effect will be on prices of an increase or decrease in the Quantity of Money or of additional or reduced demands for it. An increase in the Quantity of Money might be followed by a fall in prices : a decrease in Quantity might conceivably be accompanied by a rise in prices. Moreover, the price of every commodity is always rising or falling from causes unconnected with the Standard of Value, and it is difficult to trace the effect of the Quantity of Money on prices, unless we examine the changes in price over a long series of years.
Nevertheless, an increase or decrease in the Quantity of Money has a proportionate effect on prices, and if we cannot trace the precise effect it is simply because it has been obscured or counteracted by other causes which have had an equal, or even a greater, effect on them.
When exchange by means of a medium was